






1976 Highlights **J * 
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Net sales from continuing operations. 

Income from continuing operations. 

Losses from discontinued operations. 

Loss related to disposal of discontinued 

operations. 

Net income. 

Net income per common share 

Continuing operations. 

Losses from discontinued operations .... 
Loss related to disposal of 

discontinued operations . 

Net income per common share. 

Dividends per share— 

Common stock. 

Preferred stock. 

Dividends paid. 

Capital expenditures. 

Stockholders’ equity . 

Equity per common share and 

equivalent at year end. 

Outstanding common and equivalent 

shares at year end . 

Outstanding common shares at year end ... 
Market prices of common stock—range 

during: First Quarter. 

Second Quarter. 

Third Quarter . 

Fourth Quarter. 


1976 

1975 % 

Change 

$584,264,000 

$556,328,000 

+ 5.0 

$ 43,205,000 

$ 39,293,000 

+ 10.0 

— 

$ (1,433,000) 

— 
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-— 

$(.11) 

— 

.— 

$(.38) 

— 

$3.32 

$2.53 

+ 31.2 

$1.03 

$ .85 

+ 21.2 

— 

$ .60 

— 

$ 13,415,063 

$ 10,287,948 

+ 30.4 

$ 18,374,000 

$ 10,203,000 

+ 80.1 

$225,638,000 

$195,847,000 

+ 15.2 

$17.32 

$15.04 

+ 15.2 

13,024,000 

13,024,000 

- 

13,024,000 

18 Vi -23% 

20 -27 

20 -27V2 

18V8-22V2 

13,024,000 

10%-17% 
1672-20% 

14 -18% 

15 -19% 



Quarterly dividends of 25c per share for the first three quarters and 28c per share for the 
fourth quarter were paid on common stock in 1976 compared with 20c per share for the 
first three quarters and 25c per share for the fourth quarter for 1975. Quarterly dividends 
of 15c per share were paid on the preferred stock in 1975. 
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Hershey Foods... 

is a major domestic producer of choc¬ 
olate and cocoa. Its Chocolate and Con¬ 
fectionery Division has plants in Hershey, 
Pa.; Oakdale, California; and Smiths Falls, 
Ontario, Canada. 

It has two principal subsidiaries — San 
Giorgio Macaroni Inc., a large regional 
producer of pasta products, with major 
plants in Lebanon, Pa., and Louisville, Ky.; 
and Cory Food Services Inc., Chicago- 
based manufacturer of coffee-brewing 
equipment and other appliances and pro¬ 
vider of the nation’s largest office coffee 
service plan. 

Headquartered in Hershey, Pa., the Cor¬ 
poration employs 7,140 people and has 
approximately 20,000 stockholders. 


Hershey Foods Corporation • Hershey, PA 17033 • (717) 534-4200 





























































Letter to 
Stockholders: 


irectors J. C. Suerth, 
E. C. Dearden, 
id R. A. Zimmerman 

. and milk chocolate 
conching vat. 


The year 1976 was one of the finest in 
the Company’s history. It was a year of 
record sales and earnings. Sales advanced 
to $584,264,000, up 5% over 1975. Con¬ 
solidated net income increased 31 % over 
1975 to $43,205,000, or $3.32 per common 
share. 

In recognition of this record perfor¬ 
mance, our strong financial position, and 
our confidence in the excellent outlook for 
future long-term growth of your Company, 
the Board of Directors voted to increase 
the cash dividend on common stock to an 
annual rate of $1.12 per share, beginning 
with the December 15, 1976 dividend pay¬ 
ment. The 1976 record performance re¬ 
sulted from a total effort on the part of your 
Company toward the accomplishment of 
its objective of steady growth in earnings 
and the maintenance of a strong financial 
position to serve as a foundation for the 
future development of the Company. 

During 1976 the Chocolate and Confec¬ 
tionery Division again faced the problems 
of escalating costs of cocoa beans, as well 
as other inflationary cost pressures. It was 
necessary for the Division, in an effort to 
maintain a reasonable return on invest¬ 
ment, to implement a combination of price 
increases and product weight reductions. 
The principal cause was the precipitous 
rise in the price of cocoa beans, during the 
second half of the year, when they doubled 
the high prices experienced in 1975. The 
year saw the New York spot price of Ghana 
beans open at 78.50 per pound and close 
at $1.57 per pound. While a decline in 
sugar prices allowed a price reduction for 
some items and a weight increase in stan¬ 
dard bars at the beginning of the year, the 
significant rise in cocoa bean costs neces¬ 
sitated major price increases and weight 
adjustments at year-end. It was necessary 
at that time to introduce a standard bar 
which retails at 20(5. 

Unfortunately, cocoa bean prices con¬ 
tinued their unprecedented rise during 
early 1977. Spot prices for Ghana reached 
$2.01 per pound on February 7, 1977. 
Thus, on February 9, 1977, the Company 
announced further changes in prices and 
weights. Although we hope further price 
increases or weight decreases can be 
avoided, still more such adjustments will 
be necessary if cocoa bean prices do not 
recede significantly from these high levels. 

It should be emphasized that at no time 
has the importance of consumer value, or 
your Company's ability to maintain it, been 


sacrificed. Our standard bar is currently 
20% larger than our standard bar of 1950. 
In terms of price, the average consumer’s 
ability to purchase our larger bar at 200 is 
approximately the same as it was twenty- 
six years ago when the smaller bar cost 
a nickel. 

Despite two price/weight adjustments 
during 1976, chocolate and confectionery 
sales have again reached a record high. 
Confectionery products demonstrated 
strength, particularly in continuing accep¬ 
tance of Kit Kat. During the year, Reese’s 
Crunchy was introduced and gained a high 
level of consumer acceptance in its test 
markets. Rolo andToffo, introduced earlier, 
were expanded into larger areas of the 
country. 

In the Food Products and Food Services 
operations, San Giorgio showed continuing 
case volume and tonnage increases dur¬ 
ing the year. A lower cost of flour allowed 
the Company to make price reductions. 
Existing market share was increased while 
entry into the New York market was initi¬ 
ated. Cory Food Services was again prof¬ 
itable but continued to feel the pressure of 
steadily increasing coffee prices. 

The year 1977 is certain to be a chal¬ 
lenging one for your Company. Unprec¬ 
edented escalation of commodity prices, if 
sustained, and potential operating con¬ 
straints because of energy shortages pro¬ 
vide significant obstacles that must be 
overcome. While we are confident of the 
soundness of our marketing concepts and 
the ability of management to cope with 
these conditions, it is not possible to pre¬ 
dict the 1977 results. 

We do intend to spend record amounts 
for advertising and promotional allow¬ 
ances. To support our increased marketing 
effort, we are planning to increase our 
capital expenditures to improve and mod¬ 
ernize our product processes and provide 
additional product line capacity. It is ex¬ 
pected that our spending level in 1977 will 
be approximately $28,000,000 compared 
with $18,374,000 in 1976. 

The management of your Company is 
committed to the strategic objective of 
developing a long-term improvement in 
growth. As part of these efforts, on Febru¬ 
ary 16, 1977, the Company acquired a 
16% interest in AB Marabou, the leading 
confectionery company in Sweden. This 
move offers both Hershey and Marabou an 
opportunity to exchange technological 
information and pursue joint research pro- 
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grams for the development and introduc¬ 
tion of new products in the confectionery 
industry. Moreover, this new investment 
in Sweden offers Hershey an additional 
opportunity for growth in international 
markets. 

For a long time Hershey has believed 
that the escalation of raw material prices 
encourages research into alternate ingre¬ 
dients and that, in this era of advanced 
technology, high quality ingredients can be 
developed which will enable us to maintain 
the traditional Hershey quality and flavor. 
Your Company has been evaluating a 
product developed by a major U.S. com¬ 
pany and has found this product to be 
identical to pure cocoa butter produced 
from cocoa beans. The extent to which this 
development may impact on our Company, 
or other potential users in the industry, 
cannot be predicted at this time. But, if 
successful, this breakthrough in technology 
could have substantial impact on the future 
ingredient costs of the Company, while 
enabling us to maintain the traditional high 
quality of Hershey products. 

In 1976 we re-examined and challenged 
each of our businesses with a goal of 
evaluating their operations to determine 
their strengths, their weaknesses and 
areas of vulnerability. To achieve our ob¬ 
jectives of a balanced and diversified 
growth of the Company, we must have a 
superior management team. Thus, within 
the past year, we have had numerous pro¬ 
motions from within and also have added 
new talent from outside the Company. 

Our Board was strengthened by the 
addition of two outside directors in Nov¬ 
ember, 1976. They were: John C. Suerth, 
chairman and chief executive officer of 
Gerber Products Company, and Philip A. 
Singleton, president of Singleton Asso¬ 
ciates International. Samuel A. Schrecken- 
gaust, Jr. assumed the position of Vice 
President, Corporate Counsel, with the 
responsibility of developing an inhouse 
legal staff to support the operations of the 
Company. Richard M. Marcks was named 
Vice President, International, with the re¬ 
sponsibility of developing broader inter¬ 
national business for our Company. 

Other executives promoted during the 
year were William P. Noyes, to Vice Pres¬ 
ident, Human Resources; William F. Suh- 
ring, to Vice President, Corporate Develop¬ 
ment; and Kenneth L. Wolfe, to Treasurer. 

Another significant accomplishment in 
1976 was the continued excellent financial 


strength of the Company. During the year, 
it was not necessary for the Company to 
make any working capital borrowings. Ad¬ 
ditionally, the commercial paper ratings of 
the Company were assigned the highest 
credit levels of Standard & Poor’s and 
Moody's Investor Service. On November 
10, 1976, a secondary offering of 675,000 
shares of Hershey Foods Corporation 
common stock was made. The offering 
was well received by the investing com¬ 
munity and fully subscribed. 

A part of our commitment to be a quality 
Company includes our responsibilities to 
our employees, to the community and to 
our environment. Our programs of Affirm¬ 
ative Action, Product Safety and Environ¬ 
mental Protection attest to the Company’s 
concern for its social responsibility and 
its economic responsibility to its stock¬ 
holders. 

The accomplishments of your Company 
in 1976 would not have been possible 
without the diligent effort and dedication 
of the thousands of loyal and industrious 
employees of Hershey Foods Corporation. 
We thank the employees for their contri¬ 
bution during the year, and we are confi¬ 
dent of their ongoing contribution to the 
future of the Company. 


fJ.S. MJUs 



Vice Chairman of the Board 
and Chief Executive Officer 


President and Chief Operating Officer 
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Chocolate and 
Confectionery 
Division 



1976 

1975 

Sales (in millions) 

$509.1 

$483.4 

% Change . 

+ 

5.3 

Operating Income 
(in millions) ... 

$ 84.6 

$ 80.0 

% Change . 

+ 

5.8 


The Chocolate and Confectionery Divi¬ 
sion's strong performance of 1975 was 
exceeded in 1976. Record sales of 
$509,126,000 and operating income of 
$84,578,000 were achieved. These ac¬ 
complishments were highlighted by rec¬ 
ord first and fourth quarter sales results. 
Sales growth of 5.3% in 1976 was accom¬ 
panied by an operating income increase 
of 5.8%. Underlying these dollar advances 
were significant volume and tonnage in¬ 
creases for the year. 

Products 

Established products and new products 
both contributed to the record sales levels. 
Consumer advertising, trade promotions, 
consumer promotions, and field sales force 
provided support for the continued 
strengthening of our brand franchises. 

Confectionery tonnage rose, due pri¬ 
marily to the bar weight increases early in 
the year and strong sales performance 
demonstrated by Milk Chocolate with Al¬ 
monds, Kit Kat, and Hershey-Ets. Sales of 
bars for fund raising more than doubled. 
Market share gains were registered in 
most product categories including large 
and giant bars, where competition stiffened 
with the entry of new domestic and foreign 
brands. 

Grocery products—led by Syrup, Hot 
Cocoa Mix, and Chips—again had an in¬ 
crease in tonnage following the substantial 
gains of 1975. Virtually all grocery brands 
shared in this increase. 

Various new products and test programs 
were initiated or expanded during the year. 
Reese’s Crunchy Peanut Butter Cups were 
launched in selected markets and gained 
consumer and trade acceptance. It is still 
too early, however, to evaluate or predict 
their ultimate success. Rolo and Toffo— 
Rowntree Mackintosh products—were ex¬ 
panded to a larger area of the country. 
Plans to begin producing Rolo domesti¬ 
cally are well underway. Kit Kat again 


reached record sales levels and expansion 
of production capacity is now underway. 

Chocolate Covered Raisins, introduced 
in 1975, did not reach the sales and profit 
targets that were established for it and 
was discontinued. A number of other con¬ 
fectionery and grocery products are in 
various stages of consumer, store, and 
market testing. As their potential to con¬ 
tribute to the growth of the Division is 
determined, introduction will be carried 
forward aggressively. 

The higher advertising and sales promo¬ 
tion expenditures were undertaken for both 
offensive and defensive reasons in 1976. 
The competitive environment was intensi¬ 
fied as world sugar prices receded from 
their record high levels of 1974. This and 
the rebounding U.S. economy helped lure 
many manufacturers back into consumer 
advertising on a larger scale and resulted 
in a major intensification of trade and con¬ 
sumer promotion activity. 

Increasing demand for commercial time, 
lessening of available commercial time 
due to government and industry regula¬ 
tion, and inflation in media costs necessi¬ 
tated a proportionately larger expenditure 
to maintain the competitive standing of our 
brand franchises. Based on test programs 
that have proved successful in previous 
years and the early part of 1976, we ex¬ 
panded the number of brands receiving 
advertising support on a national scale 
and rolled new products out of test mar¬ 
kets into larger sections of the country. 

Large capital investments are required 
to insure the successful introduction of 
new products and the consistent high 
quality of existing products. Sizeable ex¬ 
penditures were made in 1976, and even 
larger outlays are planned for 1977. 

In 1977 the Division’s management team 
will face the challenge of maintaining the 
consistent growth in sales and operating 
income over the past three years while 
coping with unprecedented high costs of 
the major raw material, cocoa beans. While 
the price of sugar has declined to more 
reasonable levels, this decline has been 
more than offset by soaring cocoa bean 
prices, increased milk and packaging ma¬ 
terial costs, and higher wages and salaries 
paid to the employees of the Division. At¬ 
tempting to offset these spiraling costs, 
Division management successfully insti¬ 
tuted several major cost reduction 
programs in manufacturing plants, ware¬ 
houses, and offices. 
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Raw Materials 

Cocoa beans, the major raw material 
used by the Chocolate and Confectionery 
Division, had, in 1976 and early 1977, the 
most dramatic price increase in their his¬ 
tory. The spot price of Ghana cocoa beans 
was 78.50 per pound on January 1, 1976 
and $1.5675 on December 31, 1976. On 
February 7, 1977 it reached $2.01 per 
pound. 

Because of unfavorable weather condi¬ 
tions in West Africa, where two-thirds of 
the world crop of cocoa beans is grown, it 
is predicted that crops in Ghana and Nige¬ 
ria will be the lowest in over 15 years. Im¬ 
proved production in other areas of the 
world is not expected to offset these de¬ 
clines, and it is estimated that the present 
world crop will be about 10% below the 
previous one. 

When prices had declined in 1975 and 
early 1976 from their record highs of 1974, 
consumption of chocolate increased. This 
higher demand had the effect of bidding 
up prices for the smaller supply. It is in¬ 
credible, however, that a 10% decline in 
production would trigger a 150% increase 
in cocoa bean prices. Contributing to the 
recent increases is the activity in the mar¬ 
ket of highly sophisticated “chartists" and 
other speculative elements. It is antici¬ 
pated that these record high prices will 


Cocoa Beans 

Avg. spot prices/lb. 
of Ghana beans — N.Y. 



1972 1973 1974 1975 1976 


cause a decline in consumption. However, 
it is difficult to predict when such a devel¬ 
opment will serve to reduce prices to more 
reasonable levels. 

While sugar prices have declined sub¬ 
stantially from excessive levels of two 
years ago, they are still above prices pre¬ 
vailing before that run-up. Current prices 
are reported to be below cost of produc¬ 
tion in this country. If this is accurate, then 
grower decisions and/or government ac¬ 
tions could result in somewhat higher 
sugar prices in the future. 

The cost of milk has increased 68% over 
the past five years, due in large part to 
government supported price levels. There 
is an abundant supply of this commodity 
both at present and predicted for the im¬ 
mediate future. Consequently, prices are 
not expected to increase at a rate greater 
than general price levels in the economy. 

L. D. Properties 

This company has four almond ranches 
with a total of 4,500 acres, all in the San 
Joaquin Valley of California. These groves, 
planted in the early 1970’s are now mature 
and are producing up to expectations. In 
fact, the 1976 crop would have surpassed 
forecasts had it not been for minor rain 
damage sustained during the harvest sea¬ 
son. Almond prices began 1976 at levels 


Sugar 

Avg. prices/lb., raw sugar — 
U.S. Duty paid basis at N.Y. 






























































lower than those of 1975 but strengthened 
as demand increased later in the year. 
L. D. Properties is proving to be a con¬ 
sistently profitable investment. 

Hershey Chocolate of Canada 

The Canadian operation experienced 
the same pressures of high cocoa bean 
cost as those which confronted our oper¬ 
ations in the U.S. While dollar sales re¬ 
mained at the 1975 level, operating income 
increased significantly and resulted in a 
profitable operation for the second year in 
a row. 

Although industry-wide bar sales con¬ 
tinued to show only a slight increase, sales 
of the Hershey Milk Chocolate and Milk 
Chocolate with Almonds bars and Peanut 
Butter Cups showed healthy gains. Espe¬ 
cially encouraging was the substantial 
growth in the sales of fund-raising items. 

The continued rise in the price of cocoa 
beans has necessitated changing the price 
of bars to 250. Some consumer resistance 
is expected, and some industry observers 
are of the opinion that this resistance may 
be quite severe in Ontario if the govern¬ 
ment continues to impose its sales tax on 
confectionery products that retail at 250 or 
more. The Canadian managers feel confi¬ 
dent that their recent success can be 
sustained, despite these uncertainties. 


Milk 

Avg. prices/100 lbs. 

N.Y. class II for 3.5% butterfat 



Food Products and 
Food Services 



1976 

1975 

Sales (in millions) 

$ 75.1 

$ 72.9 

% Change . 

+ 3.0 


Operating Income 
(in millions) ... 

$ 5.0 

$ 3.5 

% Change . 

+ 42.9 



The figures above relate to continuing 
operations only. 


San Giorgio Macaroni 

Lower costs of durum wheat combined 
with productivity gains enabled this sub¬ 
sidiary to lower its prices while boosting 
operating margins and operating income. 
Although sales in dollars did not improve, 
because of lower prices, case sales and 
tonnage rose markedly. Impressive gains 
were made in institutional sales, which is 
a rapidly growing market. Outstanding 
sales gains were also made in several 
consumer products such as noodles, 
elbow macaroni, and Italian speciality 
items, under both the "San Giorgio" and 
"Delmonico" labels. 

Selling and marketing expenses were 
higher than in 1975, but improved gross 
margins enabled San Giorgio to strengthen 
its position in existing markets and move 
into new markets. In cooperation with a 
new advertising agency, the firm launched 
an ambitious marketing and consumer re¬ 
search program, which ultimately led to 
adoption of new marketing strategies. 

These new programs plus indications of 
continued, favorable commodities prices 
and the outstanding performance of man¬ 
agement and employees give promise of 
an excellent year in 1977 at San Giorgio. 

San Giorgio is supplying 11 major mar¬ 
kets—Philadelphia, Pittsburgh, Baltimore- 
Washington, Columbus, Cincinnati, 
Louisville, Indianapolis, Richmond-Norfolk, 
Southern New Jersey, Northern New Jer¬ 
sey, and New York City. 

The Hershey Foods Corporation marked 
with sadness the passing of Raymond J. 
Guerrisi, a vice president and a son of San 
Giorgio’s founder, on September 24, 1976. 

Cory Food Services 

Both sales and operating income showed 
improvement over 1975. 

The Cory Coffee Service operation ex- 
































perienced continued growth in sales and 
operating income, notwithstanding unpre¬ 
cedented rises in green coffee bean prices. 

Heavy frosts in Brazil’s coffee growing 
areas in 1974 and 1975 are still having an 
impact and continue to adversely affect 
coffee roasters, packagers, and coffee 
service companies. The price of green 
coffee beans to the roasters reached a 
level of $2.21 per pound at the end of 
1976, having doubled during the course of 
the year. Cory buys its coffee directly from 
coffee roasters. 

It was necessary, therefore, to raise 
prices but customer understanding and 
acceptance has been encouraging, and 
volume has remained fairly constant. We 
believe this is attributable to the services 
that Cory provides, and the customer 
continues to view the coffee service oper¬ 
ations as a good value. This has helped the 
Company to retain its strong position in the 
coffee service industry which it pioneered. 

Cory Food Services continued its pro¬ 
gram of strengthening the management 
structure through the realignment of sev¬ 
eral key positions. 

New products, utilizing the Therm heat 
bank technology acquired in 1974, have 
enjoyed remarkable success. In order to 
help meet the increased demand for the 
units which utilize this technology, Cory 
has consolidated production at its Chicago 
plant. A new line of products utilizing the 
Therm technology has been developed 
and will be introduced in 1977. Other proj¬ 
ects now underway in the Cory Products 
operation also look promising. 

Although it, too, experienced high coffee 
prices, Cory's Canadian operation con¬ 
tinued its growth and again attained record 
profits. 

Corporate Research 
and Development 

Scientific Affairs product work has been 
directed toward products using ingred¬ 
ients that are more readily available do¬ 
mestically and will reduce the dependency 
on imported commodities. A number of 
confectionery and home baking products 
are currently under evaluation. Some of 
these new products will be moving into 
test market in 1977. 

The Company’s research people have 
expanded their work on alternate ingredi¬ 
ents. A major activity has involved the 


development and testing of alternate fat 
products for cocoa butter—fats that are 
equivalent to cocoa butter in all of the per¬ 
formance characteristics. There has also 
been extensive work utilizing new high- 
fructose corn syrup products as an alter¬ 
nate for sucrose in some of our products. 
It is anticipated that this will provide greater 
flexibility and control of our usage of sugar 
and other sweeteners. 

The Product Excellence Program, which 
was initiated in 1976, has progressed in a 
very satisfactory manner. Major compon¬ 
ents of this program are in place in each 
of the operating divisions. This program, 
augmenting other current activity, will pro¬ 
vide the Corporation with an up-to-date 
and effective program for maintaining the 
quality of our products. It will also help 
us to be more responsive to consumer con¬ 
cerns in this age of consumerism. The 
program involves the development of a 
detailed control system that reaches back 
to our suppliers and supplements our own 
quality control system. 

Energy 

A continuous supply of energy in a var¬ 
iety of forms is essential to operations. 
Although our processes are not energy 
intensive, energy problems have been and 
will continue to be a major consideration 
in the years ahead. The Company is very 
concerned with the energy outlook. We are 
convinced the situation will not improve 
until a national energy policy is developed. 

The extreme cold weather which per¬ 
sisted throughout much of the East and 
mid-West in January and February, 1977, 
triggered a natural gas shortage which 
limited some operations in Pennsylvania. 
Although serious, the impact of this short¬ 
age was minimized by contingency plan¬ 
ning and subsequent actions to maintain 
production. The Company's use of multiple 
energy sources will continue to improve 
the ability to respond to energy crises. 

Energy conservation, as a major part of 
the Company’s energy management pro¬ 
gram, is the primary means of minimizing 
increased energy costs and improving 
energy availability. The Corporation has a 
continuing commitment to improve energy 
usage efficiency while maintaining product 
and environmental quality. It is taking every 
practical step to prepare for abrupt inter¬ 
ruptions in energy supplies. 
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Management’s 
Discussion and Analysis 
of the Summary of 
Operations 

The financial comments relate to the 
current two year comparative results of 
operations as well as the five year financial 
summaries contained on pages 14 and 23. 

During the five years ended December 
31, 1976, Hershey Foods Corporation ex¬ 
perienced growth in consolidated net 
sales. Net income showed a continued up¬ 
ward trend except for 1973 when Federal 
price restrictions, which did not allow a 
timely pass-through of cost increases, ad¬ 
versely affected earnings. 

1976 Compared with 1975 

Consolidated net sales from continuing 
operations increased by $27,936,000, or 
5% to $584,264,000 in 1976 compared 
with 1975. The Chocolate and Confection¬ 
ery Division accounted for much of the 
increase in sales with the Food Products 
and Food Services being slightly higher 
than 1975. The pasta division remained at 
about the same dollar level as 1975, al¬ 
though poundage increased. Cory sales 
were higher than 1975 reflecting higher 
selling prices. 

Sales dollars increased in 1976 com¬ 
pared with 1975 in spite of average selling 
prices being lower in 1976 than in 1975. 
The increase in consumer units sold ex¬ 
ceeded the percentage increase in sales 
dollars and poundage also increased. 

The Chocolate and Confectionery Divi¬ 
sion decreased selling prices and in¬ 
creased bar weights on selected items 
early in 1976. In December of 1976, the 
Division increased prices on many items 
and increased weights of its standard 
bars. As a result, these bars, which sold in 
most retail outlets for 150, will sell for 20®. 

With respect to raw materials, the cocoa 
bean market prices again escalated in 
1976 and reached record highs while 
sugar prices declined compared with 
1975. Nevertheless, the Division’s costs 
in 1976 for cocoa beans and sugar were 
less than in 1975. In Food Products and 
Food Services, the most significant cost 
increase was incurred for coffee. Coffee 
prices continue to set new record highs. 
The cost of flour used in pasta products 
declined in 1976 compared with 1975. 


Selling, administrative and general ex¬ 
penses increased substantially in 1976 
compared with 1975 because of increased 
promotion and selling expenses and 
higher consumer advertising. Advertising 
costs were $13,172,000 in 1976 compared 
with $9,325,000 in 1975. 

Interest expense declined in 1976 com¬ 
pared with 1975. This decline in interest 
expense reflects an improved cash posi¬ 
tion resulting from increased cash flow 
from improved earnings. 

Income from continuing operations was 
$43,205,000 in 1976 in comparison with 
$39,293,000 in 1975 or an increase of 10% 
reflecting greater increases in net sales 
than in costs and expenses. 

Other receivables, as shown on the Bal¬ 
ance Sheet, increased substantially at the 
end of 1976 compared with 1975. This was 
primarily because of increases in receiv¬ 
ables resulting from increased sales of 
almonds grown by the Company’s agricul¬ 
tural subsidiary, L. D. Properties; higher 
raw bulk milk sales and increases in mar¬ 
gin accounts for commodity futures. 

1975 Compared with 1974 

Consolidated net sales from continuing 
operations increased by $64,333,000, or 
13%, to $556,328,000 in 1975 compared 
with 1974. Chocolate and confectionery 
products accounted for the increase with 
food products and food services remain¬ 
ing at approximately the same levels as 
1974. The pasta division did, however, 
achieve a better sales mix by selling pro¬ 
portionately more of the Company’s 
brands, "San Giorgio” and “Delmonico”, 
than private label brands. Cory revenues in 
1975 were approximately the same as 
those achieved in its record year of 1974. 

Sales dollars of chocolate and confec¬ 
tionery products increased substantially, 
reflecting higher average selling prices in 
1975 compared with 1974. There was also 
an increase in volume of consumer units 
sold in 1975 compared with 1974. How¬ 
ever, the actual poundage sold in 1975 
declined as a result of lower average bar 
weights of many of the chocolate and con¬ 
fectionery items. 

The Company experienced unprece¬ 
dented escalation in virtually all raw ma¬ 
terial costs beginning in 1973 and con¬ 
tinuing through 1974 and 1975. The most 
significant increases were incurred in 
sugar and cocoa beans for chocolate and 
confectionery products. Although market 







prices of cocoa beans and, particularly, 
sugar receded in 1975 compared with the 
highs of 1974, the Company's average an¬ 
nual costs of these commodities were 
higher in 1975 than in 1974. In the case of 
Food Products and Food Services a sig¬ 
nificant cost increase was incurred for 
coffee, while the cost of flour used in pasta 
products declined in 1975. 

Selling, administrative and general ex¬ 
penses increased substantially in 1975 
compared with 1974 because of increased 
promotion and selling expenses and the 
resumption of consumer advertising which 
had been largely eliminated in 1974 and 
sharply curtailed in 1973. 

Interest expense declined in 1975 com¬ 
pared with 1974 as a result of an improved 
cash position from increased earnings and 
reduced working capital requirements pri¬ 
marily for inventories and receivables. 

Income from continuing operations was 
$39,293,000 in 1975 compared with $24,- 
371,000 in 1974, or an increase of 61% 
reflecting greater increases in net sales 
than in costs and expenses. The opera¬ 
tions of one of the Company's subsidiaries, 
Portion Control Industries, Inc., were dis¬ 
continued December 5, 1975. Losses from 
these operations were $1,433,000 in 
1975 and $2,277,000 in 1974. In addition, 
the loss on disposal of this business 
was $4,898,000. After giving effect to 
such losses, net income in 1975 was 
$32,962,000 versus $22,094,000 in 1974. 

Prior Years 

In 1974 a transition was made in choc¬ 
olate bar prices to 15tf from the 10c price 
that had been in effect since 1970. 

In 1973 earnings were adversely af¬ 
fected by Federal price restrictions which 
did not allow a timely pass-through of 
costs. The situation was further aggravated 
since many of the Company’s raw ma¬ 
terials are agricultural commodities which 
were not covered by price controls and in¬ 
creased in cost during the year. The Com¬ 
pany reduced inventory quantities, primar¬ 
ily cocoa beans, and this reduction re¬ 
sulted in a liquidation of LIFO inventory 
quantities which reduced cost of sales by 
$4,500,000 and increased net income by 
approximately $2,140,000 or $.16 per 
share in 1973. 

For many years, a substantial portion of 
the Company’s major raw materials, goods 
in process and finished goods have been 


stated at cost under the LIFO method. In 
1974 the Company extended LIFO inven¬ 
tory accounting to sugar and certain pack¬ 
aging materials for its chocolate and 
confectionery products in order to match 
more realistically current costs against 
revenue and reduce the effect of inflation 
on earnings. The effect of the change was 
to increase cost of sales by $12,444,000 
and decrease net income by $6,002,000 or 
$.46 per share in 1974. 

Capital Additions 

Capital additions in 1976 amounted to 
$18,374,000. Of this amount, depreciation 
provided $7,488,000. The Company spent 
$82,165,000 or an average of $16,433,000 
annually for plant improvements during the 
past five years. 

Foreign Investment 

On February 16, 1977 the Company ac¬ 
quired a 16% interest in AB Marabou of 
Sundbyberg, Sweden, a leading confec¬ 
tionery company, for $3,500,000. The 
Company purchased 32,336 Class A 
shares and 60,000 Class B shares. 

Secondary Offering 

The Company filed a registration state¬ 
ment with the Securities and Exchange 
Commission for a secondary offering of 
675,000 shares of its common stock on 
behalf of three of its stockholders. These 
shares were acquired by the selling stock¬ 
holders in connection with Hershey's ac¬ 
quisition of Portion Control Industries, Inc., 
in 1970. The offering was made November 
10, by an underwriting group co-managed 
by Goldman, Sachs & Co. and Bache 
Halsey Stuart Inc. Neither Hershey Foods 
nor the Hershey Trust Company, which 
holds 60.4% of the outstanding common 
shares, sold any shares in the offering. 

Dividends 

The Company completed its 47th year of 
uninterrupted dividends with the payment 
on December 15, 1976, of its 188th con¬ 
secutive quarterly dividend on the common 
stock. Cash dividends of $13,415,063 were 
paid on the Company's capital stock in 
1976 compared with $10,287,948 in 1975. 
Dividends in 1976 were $1.03 per share of 
common stock. The regular quarterly com¬ 
mon stock dividend paid on December 15, 
1976, was increased to $.28 per share from 
the previous quarterly rate of $.25. 
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Chocolate and Confectionery 

Products. 

509,126 
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483,426 
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85 
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335,042 

85 

Food Products and Food Services .. 

75,138 

13 
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13 
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15 
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15 

Total . 

584,264 
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Consolidated Statements of Income and Retained Earnings 

For the Years Ended 
December 31 

1976 1975 


Net Sales. $584,264,281 $556,328,095 


Costs and Expenses: 

Cost of goods sold. 

372,574,203 

368,991,744 

Selling, administrative and general. 

89,926,139 

74,768,177 

Shipping. 

25,490,120 

22,793,906 

Depreciation . 

7,488,018 

7,540,608 

Interest (Net) . 

421,490 

1,258,858 

Total costs and expenses. 

495,899,970 

475,353,293 

Income from continuing operations 
before taxes. 

88,364,311 

80,974,802 

Provision for Federal and state income 
taxes (Note 4) . 

45,159,000 

41,682,000 

Income from Continuing Operations. 

43,205,311 

39,292,802 

Discontinued Operations (Note 2): 

Losses from discontinued operations (less 
income tax benefits of $1,372,393). 


(1,432,839) 

Estimated loss related to disposal of discontinued 
operations (less income tax 
benefits of $4,622,000) . 

— 

(4,898,000) 

Net Income . 

43,205,311 

32,961,963 

Retained Earnings at January 1 . 

182,823,017 

163,109,776 

Deduct— 

Transfer to common stock in connection with 
restatement to $1.00 per share (Note 1). 


2,960,774 

Dividends—preferred . 

— 

240,000 

common. 

13,415,063 

10,047,948 

Retained Earnings at December 31 . 

$212,613,265 

$182,823,017 

Net Income per Common Share (Note 3): 

Continuing operations. 

$3.32 

$3.02 

Discontinued operations 

Losses from operations. 

_ 

(•ID 

Loss related to disposal. 

— 

(38) 

Net income . 

$3.32 

$2.53 

Cash dividends per common share. 

$1.03 

$ .85 


The accompanying notes are an integral part of these statements. 
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Consolidated Balance Sheets 


Assets 


December 31 



1976 

1975 

Current Assets: 



Cash. 

$ 4,521,775 

$ 8,598,918 

Commercial paper and certificates of deposit .... 

51,739,871 

44,763,781 

Accounts receivable—trade (less allowances 
for doubtful accounts of $1,129,787 and 
$845,026) . 

28,164,501 

21,106,279 

Other receivables . 

15,046,289 

3,604,848 

Inventories (Note 1): 

Raw materials . 

Goods in process. 

Finished goods . 

30,490,368 

7,705,880 

25,634,643 

32,527,283 

5,711,386 

30,877,977 


63,830,891 

69,116,646 

Prepaid expenses. 

1,475,540 

1,283,396 

Net assets of discontinued operations at 
estimated realizable value (Note 2). 

— 

4,013,000 

Total current assets. 

164,778,867 

152,486,868 

Property and Equipment, at cost: 



Land . 

Buildings . 

Equipment . 

4,605,790 

59,499,306 

141,760,755 

4,599,845 

56,655,167 

129,019,045 

Less—accumulated depreciation. 

205,865,851 

81,499,718 

190,274,057 

76,512,884 


124,366,133 

113,761,173 

Goodwill . 

17,788,682 

17,800,742 

Other Assets: 



Deferred almond ranch development expenses 

(Note 1) . 

Deferred coffee service location costs (Note 1) .. 
Leased net assets of discontinued operations 

(Note 2) . 

Investments . 

Industrial Revenue Bond trust funds (Note 5) 

Other deferred charges. 

4,830,473 

1,851,240 

2,600,000 

2,597,020 

1,890,188 

1,043,230 

5,175,507 

2,260,147 

2,701,759 

2,659,417 

1,542,681 


14,812,151 

14,339,511 

$321,745,833 

$298,388,294 


The accompanying notes are an integral part of these balance sheets. 






























































Liabilities and Stockholders’ Equity 


Current Liabilities: 

Loans payable within one year . 

Accounts payable. 

Accrued liabilities. 

Income taxes payable. 

Total current liabilities 


December 31 


1976 

$ — 
17,759,969 
14,053,603 
13,488,929 

45,302,501 


1975 

$ 270,609 

23,498,197 
12,564,135 
16,160,723 

52,493,664 


Long-Term Debt (Note 5) 


29,440,000 29,856,204 


Deferred Income Taxes 


21,365,762 20,191,104 


Stockholders’ Equity (Notes 1 and 3) 

Common stock, without par value— 
authorized 20,000,000 shares; 
outstanding 13,024,305 shares 

Retained earnings. 

Total stockholders’ equity 


13,024,305 

212,613,265 

225,637,570 

$321,745,833 


13,024,305 

182,823,017 

195,847,322 

$298,388,294 


The accompanying notes are an integral part of these balance sheets. 

































Consolidated Statements of Changes in Financial Position 


Financial Resources Provided 

Continuing Operations: 

Net income . 

Depreciation. 

Deferred income taxes. 

Total provided from continuing 
operations . 

Discontinued Operations: 

Net loss. 

Depreciation. 

Deferred income taxes. 

Property and equipment held for disposal ... 

Total provided (applied) from 
discontinued operations. 

Proceeds from Industrial Revenue Bonds. 

Decrease in investments. 

Other . 


Total resources provided. 

Financial Resources Applied 

Cash dividends .. 

Capital expenditures. 

Reduction in long-term debt. 

Industrial Revenue Bond trust funds. 

Total resources applied . 

Increase in working capital. 

Details of increase (decrease) in working capital 

Cash. 

Commercial paper and certificates of deposit 

Receivables . 

Inventories . 

Prepaid expenses . 

Net assets of discontinued operations at 

estimated realizable value . 

Loans payable within one year. 

Accounts payable . 

Accrued liabilities . 

Income taxes payable. 

Increase in working capital. 


For the Years Ended 
December 31 

1976 1975 


$43,205,311 

7,488,018 

1,174,658 

51,867,987 


(2,600,000) 

(2,600,000) 


104,739 

1,546,547 

50,919,273 


13,415,063 

18,374,073 

416,204 

(769,229) 

31,436,111 

$19,483,162 


$ (4,077,143) 
6,976,090 
18,499,663 
(5,285,755) 
192,144 

(4,013,000) 

270,609 

5,738,228 

(1,489,468) 

2,671,794 

$19,483,162 


$39,292,802 

7,540,608 

1,787,970 

48,621,380 


(6,330,839) 

714,335 

(352,570) 

12,637,513 


6,668,439 


4,000,000 

228,217 

1,580,356 


61,098,392 


10,287,948 

10,202,569 

5,873,789 

2,659,417 


29,023,723 


$32,074,669 


$ (9,795) 

30,328,781 
(4,519,364) 
(2,780,767) 
(42,947) 

4,013,000 

296,724 

13,677,778 

(4,862,163) 

(4,026,578) 

$32,074,669 


The accompanying notes are an integral part of these statements. 


To the Stockholders and Board of Directors of Hershey Foods Corporation: 


We have examined the consolidated balance sheets of 
Hershey Foods Corporation (a Delaware corporation) 
and subsidiaries as of December 31, 1976 and 1975, 
and the consolidated statements of income and retained 
earnings and changes in financial position for the years 
then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accord¬ 
ingly included such tests of the accounting records and 
such other auditing procedures as we considered nec¬ 
essary in the circumstances. 


In our opinion, the accompanying consolidated finan¬ 
cial statements present fairly the financial position of 
Hershey Foods Corporation and subsidiaries as of De¬ 
cember 31, 1976 and 1975, and the results of their oper¬ 
ations and changes in their financial position for the 
years then ended, in conformity with generally accepted 
accounting principles consistently applied during the 
periods. 

ARTHUR ANDERSEN & CO. 

New York, N.Y., February 16,1977 
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Notes 1. Summary of Significant Accounting 

Policies 

The significant accounting policies fol¬ 
lowed by the Company, as summarized 
below, are in conformity with generally ac¬ 
cepted accounting principles. 

Principles of Consolidation — The ac¬ 
companying consolidated financial state¬ 
ments include the accounts of the Com¬ 
pany and its subsidiaries after elimination 
of intercompany accounts and transac¬ 
tions. The accounts and transactions of 
the Company's Canadian operations and 
foreign affiliates are translated in accord¬ 
ance with Financial Accounting Standards 
Board Statement No. 8. Charges and 
credits to income as a result of foreign 
currency translation are insignificant. 

Inventories —Substantially all of the Choc¬ 
olate and Confectionery Division inven¬ 
tories are valued under the "last-in, first- 
out" (LIFO) method. Such LIFO inventories 
amounted to approximately $43,805,000 
in 1976 and $47,241,000 in 1975. The re¬ 
maining inventories are stated at the lower 
of cost or market under the "first-in, first- 
out” or "average cost" method. Current 
cost which approximates FIFO cost, ex¬ 
ceeds LIFO cost by approximately 
$47,797,000 at December 31, 1976 and 
$52,460,000 at December 31, 1975. 

Depreciation —The Company and its sub¬ 
sidiaries follow the policy of providing for 
depreciation of buildings and improve¬ 
ments over estimated lives ranging from 
20 to 50 years and of machinery and 
equipment over estimated lives ranging 
from 3 to 25 years. The companies have 
employed primarily straight-line methods 
in determining the annual charge for de¬ 
preciation. 

Major renewals and betterments are 
capitalized. Maintenance, repairs and 
minor renewals are expensed as incurred. 

Goodwill — The excess cost of invest¬ 
ments over net assets of the businesses 
acquired is carried as goodwill in the Con¬ 
solidated Balance Sheets. It is the Com¬ 
pany’s policy to carry goodwill arising 
prior to November 1, 1970 at cost until 
such time as there may be evidence of 
diminution in value or the term of exist¬ 
ence of such value becomes limited. 
Goodwill arising after October 31, 1970 is 
being amortized over a period not exceed¬ 
ing 40 years. 


Deferred Items — Deferred development 
expenses consist of soil and water conser¬ 
vation payments and other preoperating 
expenses relating to the development of 
almond ranches by L. D. Properties Cor¬ 
poration, a wholly-owned subsidiary of the 
Company. Commencing in 1973, the first 
year of a substantial commercial harvest, 
the deferred expenses are being amortized 
on a straight-line basis over 18 years, 
which is the estimated commercially pro¬ 
ductive life of the almond trees. 

Deferred location costs consist of cer¬ 
tain expenses associated with the develop¬ 
ment and installation of new coffee service 
locations of Cory Food Services. These 
costs are being amortized over the life 
of the installation, but not to exceed 
four years. 

Development and Promotion Expenses 
—The costs of research and develop¬ 
ment ($2,123,000 in 1976 and $2,008,000 
in 1975) and advertising and promotion 
are expensed in the year incurred. 

Income Taxes —Provision for Federal and 
state income taxes is based on income 
recorded in the financial statements. De¬ 
ferred income taxes arise principally from 
the use of different methods of deprecia¬ 
tion for tax and accounting purposes. The 
reduction in income taxes currently pay¬ 
able, resulting therefrom, is credited to 
deferred income taxes in the balance 
sheet. The provision for income taxes has 
been reduced by allowable investment tax 
credits. 

Retirement Plan —The Company has a 
Retirement Plan covering substantially all 
employees. The total pension expense 
was $5,310,000 in 1976, and $4,007,000 
in 1975. Prior to January 1, 1976, the Com¬ 
pany used the aggregate cost method in 
accounting for and funding pension costs; 
under this method there is no separate de¬ 
termination of past service costs. Effective 
January 1, 1976, the Company increased 
its pension benefits to its employees and 
also adopted the entry age normal method 
of accounting for pension costs under 
which unfunded past service costs, esti¬ 
mated at $52,000,000 will be funded over 
a 30 year period. The actuarily computed 
value of the vested benefits at that date 
exceeded the assets of the plans by ap¬ 
proximately $16,000,000. 
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Common Stock —On February 18, 1976, 
the Board of Directors approved a resolu¬ 
tion to restate the value of common stock 
to $1.00 per share and adopted the policy 
of accounting for treasury shares as if re¬ 
tired. 

2. Discontinued Operations 

Effective December 5, 1975, the Company 
discontinued the operations of Portion 
Control Industries, Inc. a Chicago-based 
manufacturer of frozen, prepared foods 
for the food service industry. This subsid¬ 
iary had been acquired in a pooling of 
interests in 1970 and had been operating 
at a loss for the four years ended Decem¬ 
ber 31, 1975. The Company’s investment 
in this subsidiary has been written down 
to the estimated realizable value of the 
assets. 

The sales of this subsidiary ($11,947,000 
in 1975), together with applicable operat¬ 


ing expenses, have been excluded from 
the consolidated results of continuing 
operations. 

The disposal of all assets including 
plant and equipment has been completed 
except for a plant which the Company still 
owns and is presently leasing with an op¬ 
tion to purchase by the lessee. 

3. Net Income Per Share 

Net income per common share has been 
computed based on the average shares 
of common stock and common stock 
equivalents outstanding during the period 
(13,024,305 in 1976 and 13,024,275 in 
1975). 

The shares of Cumulative Preferred 
Stock, outstanding during 1975 and con¬ 
verted at December 31, 1975, have been 
included in the computation at their com¬ 
mon equivalent of three shares of common 
for one share of preferred. 


4. Income Taxes 

The provision for income taxes from continuing operations exceeds taxes currently pay¬ 
able by $1,174,658 in 1976 and $1,787,970 in 1975, primarily because tax depreciation 
exceeds book depreciation as a result of using accelerated methods for tax purposes. 

The following is a reconciliation of the provision for income taxes on continuing opera¬ 
tions included in consolidated income and the amount computed by applying the Fed¬ 
eral statutory rate to income before income taxes. 


Taxes computed at statutory rate. 

Increase (reductions) resulting from: 

State income taxes, net of Federal 

income tax benefit . 

Investment tax credit. 

Other, net. 

Provision for income taxes. 


1976 


1975 


Amount 

% 

Amount 

% 

$42,414,869 

48.0 

$38,867,905 

48.0 


3,538,080 

4.0 

3,283,280 

4.1 

(938,800) 

(1.1) 

(648,627) 

(.8) 

144,851 

.2 

179,442 

.2 

$45,159,000 

51.1 

$41,682,000 

51.5 


5. Current and Long-Term Debt 

Long-term debt at December 31, 1976 and 1975 consisted of the following: 


7V4% Sinking Fund Debentures due 1997 with an¬ 
nual payments of $1,500,000 beginning in 1978 . 

Less—Debentures repurchased . 

6%% Industrial Revenue Bonds due 2000 through 

2005 . 

Various other loans, less current portion of $118,000 
at December 31, 1975 . 


1976 

1975 

(dollars in thousands) 

$30,000 

(4,560) 

$30,000 

(4,560) 

4,000 

4,000 

— 

416 

$29,440 

$29,856 
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As a result of seasonal working capital 
requirements, the Company maintained 
lines of credit from a domestic bank for 
$20,000,000 in 1975 and increased the 
amount to $60,000,000 with several do¬ 
mestic banks in 1976. There were no bor¬ 
rowings in either 1975 or 1976 under these 
lines of credit. 

The Company had borrowings in 1975 
but not in 1976, under a $45,000,000 re¬ 
volving credit and term loan agreement 
with two domestic banks. This agreement 
terminated in April, 1976. Average bor¬ 
rowings in 1975 under this agreement were 
$4,448,000 with a maximum of $19,000,- 
000, and no borrowings were outstanding 
at December 31, 1975. The weighted 
average interest rate for 1975 borrowing 
was IVz %. The agreement had called for a 
commitment fee of Vz of 1 % of the unused 
portion of the commitment and contained 
restrictive covenants on working capital 
and funded debt. 

Under these credit arrangements, there 
are no compensating balance agreements 
which legally restrict funds; however, the 
Company has been expected to and has 
generally maintained average compensat¬ 
ing balances of 15% to 20% of borrow¬ 
ings or generally not less than 5% of 
commitments. 

Industrial Revenue Bonds in the amount 
of $4,000,000 were issued on April 1, 
1975, by the Dauphin County Industrial 
Development Authority to provide financ¬ 
ing for certain pollution control and envi¬ 
ronmental expenditures by the Company. 
The Company is solely responsible for 
payment of principal and interest. The un¬ 
expended balance of these funds at De¬ 
cember 31, held by a Trustee was $1,890,- 
000 in 1976 and $2,659,000 in 1975. 

During 1975, the Company purchased 
$4,560,000 of its 7’/4% Sinking Fund De¬ 
bentures due 1997. The pre-tax gain of 
$490,200 due to the extinguishment of 


debt resulting from this purchase was 
credited to income. The Company intends 
that these bonds will be used to meet sink¬ 
ing fund obligations beginning in 1978. 

6. Lease Commitments 

The Company rents and leases office 
space, automobiles and equipment, the 
aggregate annual cost of which is less than 
1 % of net sales. 

7. Management Incentive Plan 

On April 14, 1975 the stockholders of the 
Company approved the adoption of a 
Management Incentive Plan. Persons eli¬ 
gible for participation in the Plan are em¬ 
ployees of the Company and its subsid¬ 
iaries who have substantial managerial 
or similar responsibilities. The amount 
charged to expense was $644,000 in 1976 
and $450,000 in 1975. 

8. Impact of Inflation—(unaudited) 

The Company’s products and services 
have been subject in varying degrees to 
the inflation affecting the general economy 
and the goods and services purchased by 
the Company. 

Since the major portion of inventories 
are costed at LIFO (last-in, first-out) the 
rapid escalation in product costs has been 
substantially reflected currently in cost of 
sales. The same situation does not exist 
with respect to plant and equipment and 
related depreciation charges. The cumu¬ 
lative impact of inflation over a number of 
years would result in replacement cost of 
existing plant and equipment and related 
depreciation being higher than actual his¬ 
torical cost. 

Reference is made to the Annual Report 
Form 10-K (copy available on request) for 
additional information with respect to the 
estimated replacement cost of inventories 
and plant and equipment at December 31, 
1976, and the related estimated effect of 
such costs on cost of sales and deprecia¬ 
tion expense for the year then ended. 


9. Selected Quarterly Financial Data (dollars in thousands) 


1976: (unaudited) 

1st Quarter 

2nd Quarter 

3rd Quarter 

4th Quarter 

Net sales. 

$158,709 

$107,703 

$141,914 

$175,938 

Costs and expenses. 

129,519 

94,439 

120,783 

151,159 

Income before taxes. 

29,190 

13,264 

21,131 

24,779 

Provision for Federal and state 
income taxes. 

14,800 

6,724 

10,714 

12,921 

Net income . 

$ 14,390 

$ 6,540 

$ 10,417 

$ 11,858 

Net income per common share .. . 

$1.10 

$ .51 

$ .80 

$ .91 










































Remember the Nickel Bar? 


The Hershey Bar is something special to those 
of us who work at Hershey Foods Corporation, 
and we believe it is special to millions of con¬ 
sumers as well. Though our bar continues to be 
produced under the highest standards of quality 
and remains, in our estimation, the best choc¬ 
olate bar in the world, it has changed in size and 
price over the years. Consumers occasionally 
ask us about those changes, and we offer the 
following response. 

The late 1960's saw our standard 50 milk 
chocolate bar shrink to .75 ounce before it was 
discontinued in November 1969. Our 100 bar 
was discontinued at the end of 1973 when it 
weighed 1.26 ounces. The 150 standard bar, 
introduced on January 1, 1974, weighed 1.4 
ounces. Two weight reductions followed, but in 
January 1976 the weight was increased to 1.2 
ounces. Then, in October, 1976, we discontin¬ 
ued the 1.2 ounce bar and introduced a 1.35 
ounce bar priced to sell for 200 in most retail 
outlets. In early 1977 that bar was reduced in 
size to 1.2 ounces. 

Why have the sizes and prices of our standard 
bars changed so much in recent years? It boils 
down, of course, to the cost of making the bars. 
A few examples: In 1971 the average New York 
spot (immediate delivery) price of cocoa beans 
grown in Ghana (the world's largest producer) 
was 26.80 per pound. In 1972 the average price 
was 32.30; in 1973 it was 64.40; and in 1974 it 
was 98.10. In the fall of 1974 the price had 
peaked at $1.30 per pound. Prices then receded, 
and in 1975 the average price per pound was 
750. In 1976 the price rose to $1.63 and aver¬ 
aged $1.09. By February 7, 1977, it had reached 
$ 2.01 per pound. 

The average price of domestic raw sugar in 
1973 was 10.290 per pound. In 1974 the price 
rose to 660 per pound in the fall and ended the 
year at 48.50 per pound. The averages for the 
years 1974 and 1975 were 29.120 and 22.50 per 
pound. While the price of sugar continued to 
decrease in 1976, to an average price of 13.320 
per pound, it remains above prices prevailing 
before the 1974-1975 run-up. 

Other costs are up, too. Packaging materials 
and transportation charges continue to rise, as 
do the paychecks of the people who work in our 
plants and offices. 

Thus, if it costs more to make a Hershey Bar 
today than it did last year or the year before, 
something must change—the quality of the 
product, the profit of the maker of the product, 


or the sizes and/or prices of the product. 

High quality is extremely important to Hershey. 
People have come to expect top quality in 
Hershey's chocolate. We believe it is a matter of 
common sense that our quality must be main¬ 
tained if we expect people to continue to pur¬ 
chase and enjoy our products. 

A fair profit is also extremely important, and 
Hershey’s profit has, in fact, changed. The fol¬ 
lowing ten-year listing of net income per each 
dollar of sales for the whole Corporation illus¬ 
trates that. 


1965 

11.70 

1971 

5.40 

1966 

11.10 

1972 

5.40 

1967 

8.50 

1973 

3.50 

1968 

6.70 

1974 

5.00 

1969 

4.10 

1975 

7.10 

1970 

5.40 

1976 

7.40 


Production efficiencies can help, and at 
Hershey they have improved. But, as in other 
industries, they have not kept pace with rising 
costs in recent years. 

When profits are low, it becomes more diffi¬ 
cult for the Company to raise more money for 
expansion or for improvements to its buildings 
and production lines. It becomes more difficult 
to pay higher wages and salaries. And those 
people who have risked their own capital to 
support the Company's existence—the stock¬ 
holders—are shortchanged. 

That brings us back to the sizes and prices of 
our bars; and, as mentioned above, size and 
price vary. But let's view these changes in rela¬ 
tion to other things that have been happening 
over the past 25 years. 

The present standard bar at 1.2 ounces is 
actually 20 % larger than our standard "nickel'’ 
bar in 1950. Significantly, the average con¬ 
sumer’s ability, in terms of his hourly pay, to 
purchase our larger bar at 200 is approximately 
the same on a per-ounce basis as it was 26 
years ago when a smaller bar cost a nickel. 

Interestingly, other traditional "nickel items" 
have been subject to similar changes. Your daily 
newspaper, for instance. Or a cup of coffee. And 
if you survey the price histories of some other 
foods over the last quarter of a century, or that 
of medical care, transportation, housing and 
taxes, or if you compare wage levels over that 
time span, we believe you will find that our 
"Great American Chocolate Bar" has withstood 
inflationary pressures rather well. 







Five-Year Financial Summary Hershey Foods Corporation and Subsidiaries 


(All dollar and share figures in thousands—except market price and per share statistics) 


Summary of Earnings 


1976 

1975 

1974 

1973 

1972 

Continuing Operations 

Net Sales. 

$ 

584,264 

556,328 

491,995 

415,944 

392,004 

Cost of Goods Sold. 

S 

372,574 

368,992 

357,830 

294,174 

255,162 

Operating Expenses . 

$ 

122,904 

105,102 

81,792 

88,318 

91,595 

Interest Expense (Net). 

$ 

421 

1,259 

2,190 

4,848 

3,246 

Income Taxes . 

$ 

45,159 

41,682 

25,812 

13,929 

20,679 

Income from Continuing Operations . 

$ 

43,205 

39,293 

24,371 

14,675 

21,322 

Losses from Discontinued Operations 

$ 

— 

(1,433) 

(2,277) 

(369) 

(680) 

Loss Related to Disposal of 
Discontinued Operations . 

$ 

__ 

(4,898) 

_ 

_ 

_ 

Net Income. 

$ 

43,205 

32,962 

22,094 

14,306 

20,642 

Net Income—Per Share of Common 

Stock 

Continuing Operations . 


$3.32 

3.02 

1.87 

1.13 

1.63 

Discontinued Operations 

Losses from Operations. 


$ — 

(.11) 

(.17) 

(.03) 

(.05) 

Loss related to Disposal .. 


$ — 

(38) 

— 

— 

— 

Net Income . 


$3.32 

2.53 

1.70 

1.10 

1.58 

Dividends per—Common Share. 


$1.03 

.85 

.80 

1.10 

1.10 

Preferred Share. 


$ — 

.60 

.60 

.60 

.60 

Average number of Common Shares 
and Equivalents Outstanding during 
the year . 


13,204 

13,024 

13,024 

13,024 

13,064 

Per Cent of Net Income to Sales*. 


7.4% 

7.1% 

5.0% 

3.5% 

5.4% 

Financial Statistics 

Capital Expenditures. 

$ 

18,374 

10,203 

10,887 

17,564 

25,137 

Depreciation*. 

$ 

7,488 

7,541 

7,912 

7,010 

5,622 

Advertising* . 

$ 

13,172 

9,325 

1,744 

9,565 

13,954 

Current Assets. 

$ 

164,779 

152,487 

125,497 

97,106 

108,667 

Current Liabilities . 

$ 

45,303 

52,494 

57,579 

23,456 

29,789 

Working Capital. 

$ 

119,476 

99,993 

67,918 

73,650 

78,878 

Current Ratio. 


3.6:1 

2.9:1 

2.2:1 

4.1:1 

3.6:1 

Long-Term Debt . 

$ 

29,440 

29,856 

31,730 

51,470 

51,364 

Debt-to-Equity Per Cent. 


13% 

15% 

18% 

32% 

32% 

Stockholders’ Equity. 

$ 

225,638 

195,847 

173,173 

160,777 

159,714 

Stockholders’ Data 

Outstanding Common Shares at 

Year-End . 


13,024 

13,024 

11,824 

11,824 

11,824 

Market Price of Common Stock— 

At Year-End. 

$ 

22% 

18% 

9% 

12% 

23% 

Range During Year. 

$ 

18V2-27% 

10ye-20 7 /e 

8V2-15 

12V 2 -24 3 /4 

21 Va-28 % 

Number of Common Stockholders .... 


20,031 

19,279 

19,362 

19,095 

17,980 

Employees’ Data 

Payrolls . 

$ 

83,396 

74,329 

72,936 

74,464 

67,700 

Number of Employees—Year-End_ 


7,140 

7,150 

7,200 

8,500 

8,530 


Restated to reflect continuing operations only. 






































W. P. Noyes (left) 

Vice President, Human Resources 

J. P. Viviano (right) 

President, San Giorgio Macaroni, Inc. 


R. M. Marcks (left) 

Vice President, International 

J. K. Morris (right) 

President, Hershey Chocolate ot Canada 


E. J. Spangler (upper left) 

President, Hershey Chocolate 
& Confectionery Division 

W. F. Suhring (lower left) 

Vice President, Corporate Development 

G. E. Wilber (right) 

President, Cory Food Services, Inc. 


O. C. Johnson (left) 

Vice President, Scientific Affairs 

J. S. Harkins (right) 

Vice President, Finance and 
Administration 























Annual Meeting 

The Annual Meeting will be held 
at 2 p.m. on Monday, April 11, 
1977, at the Hershey Motor Lodge 
and Convention Center, Route 322 
and University Drive, in Hershey. 

A formal notice of this meeting, 
together with a proxy statement, 
will be mailed to stockholders on 
or about March 14, 1977. 

Stockholders who are unable to 
attend the meeting are urged to 
sign and return their proxies 
promptly so the stock of the Com¬ 
pany will be represented as fully 
as possible at the meeting. 

Form 10-K 

The Annual Report to the Securi¬ 
ties and Exchange Commission on 
Form 10-K is available upon written 
request to the Secretary of the 
Corporation, 19 East Chocolate 
Avenue, Hershey, Pa. 17033. 

Principal Securities Market 

The common stock is listed on the 
New York Stock Exchange. 

Executive Offices 

19 East Chocolate Avenue 
Hershey, Pa. 17033 

Transfer Agent and Registrar 

Citibank, N.A. 

111 Wall Street 
New York, N.Y. 10015 

Auditors 

Arthur Andersen & Co. 

New York 


Board of Directors 

H. S. Mohler, Chairman 

W. E. C. Dearden, Vice Chairman 

J. Hemphill 

Director of Cocoa Bean 
Purchases of the Corporation 
J. C. Jamison 

Investment banker, Partner, 
Goldman, Sachs & Co. 

S. A. Schreckengaust, Jr. 

P. A. Singleton 

President, Singleton Associates 
International 
L. C. Smith 
J. C. Suerth 

Chairman and Chief Executive 
Officer, Gerber Products 
Company 
R. L. Uhrich 
R. A. Zimmerman 

Officers 

H. S. Mohler 

Chairman of the Board 
W. E. C. Dearden 

Vice Chairman of the Board and 
Chief Executive Officer 
R. A. Zimmerman 
President and 
Chief Operating Officer 

J. S. Harkins 

Vice President, Finance and 
Administration 
0. C. Johnson 

Vice President, Scientific Affairs 

R. M. Marcks 

Vice President, International 
W. P. Noyes 
Vice President, 

Human Resources 

S. A. Schreckengaust, Jr. 

Vice President, 

Corporate Counsel 

L. C. Smith 

Vice President, Engineering 
W. F. Suhring 
Vice President, 

Corporate Development 
R. L. Uhrich 

Vice President and Secretary 
L. W. Simmons 
Assistant Vice President and 
Comptroller 

K. L. Wolfe 
Treasurer 
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